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In concern about the joint venture there is a various definition. However, this model of contract has 
specific elements that almost we can see in every definition. The joint venture is a contract which in 
order to cooperation and share the profit and loose between two natural or legal person establishing.  
Joint venture includes the some act such as cooperation in common projects, joint obligation in 
project finance, joint obligation to conduct the project, and cooperate in the management and 
operation of the project.However, some legal system don`t have special rules for joint venture, but 
this legal – economic model has direct and close relation with other law provision such as  tax law , 
company law and intellectual property. 
The term of the joint venture has s strong use of investment law and in most legal systems used by the 
investors.In the last decade the relation between Iran and China have been stronger than before and 
Chinese investment in Iran have been in progress. But there are a few ways to enter into to the Iranian 
market. One of the best ways in the investment market is using a joint venture. Definitely establishing 
a joint venture in Iran and China must be different from each other, because we deal with two 
different legal systems, one socialist system and second one civil law system. This research would 
help to the economy and business player to know about their work future and find this point that what 
is the nature of their business entity? And also understanding of this matter that which kind of joint 
venture is more suitable for their business.  
In various legal systems this model of investment has a different name, in some legal systems it 
calling, joint venture, partnership, shareholder agreement, consortium, and in others that terms have 
differed meaning. In a study of a joint venture some similar concept such as: partnership and 
consortium must be examined. This terms in some aspect are very similar to the joint venture and in 
some part are different so a review of this concept is very important.  
This research divided into four chapters. Chapter one provide a comprehensive introduction of a joint 
venture and compare it with some similar concept in joint venture study. A consortium is very similar 
to joint venture and sometimes have the same operation with joint venture, but they are different 
entity that stipulated in this chapter. In general, this Chapter provides a definition, motivation of the 
host state and foreign investor of setting up the joint venture, type and, history of joint ventures, and 















some applicable law for establishing the joint venture. Since in the Iranian legal system we don`t have 
any specific law for joint venture an investigation was passed in Iranian law to understand the 
applicable law on joint venture vice versa in the Chinese legal system for joint venture have separate 
regulation it is more clear understanding of the joint venture. The Joint venture concept is a broad 
study so since management of the joint venture can be a very important issue for each party so a 
structure of management was reviewing in the last part of this chapter and it is an introduction to 
chapter three. Chapter three provides some approach for the solution of the deadlock, in, chapter two 
concepts of deadlock and also situation that a deadlock might occur was study and this Chapter is an 
exploiter of the last part of chapter two. 
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Joint venture is a mechanism for investment a kind of cooperation between two parties. In this 
mechanism a joint venture can be in form of a company or without establish the company just a 
cooperation and agreement. In first concept joint venture called equity joint venture and in second one 
called contractual joint venture. However, a contractual joint venture and equity joint venture are a 
type of a general concept as joint venture but for establishment and operation different law and 
regulation is applicable in these joint venture. Operation of a contractual joint venture always is based 
on agreement between the parties however operation of an equity joint venture based on law and 
regulation. According to Chinese law1 an equity joint venture must formed as a limited liability 
company and after that provisions of company law are applied on this joint venture. As stipulated in 
title, this paper comparative study on management on joint venture between Iran and China. In 
beginning of this paper some definition, legal background and provision of joint venture in both 
countries are study and is last part of paper management on joint venture since is very important issue 
for operation of joint venture is discussed. 
This research divided into four chapters. Chapter one provide a comprehensive introduction of a joint 
venture and compare it with some similar concept in joint venture study. A consortium is very similar 
to joint venture and sometimes have the same operation with joint venture, but they are different 
entity that stipulated in this chapter. In general, this Chapter provides a definition, motivation of the 
host state and foreign investor of setting up the joint venture, type and, history of joint ventures, and 
finally the importance of this research consist the content of this Chapter. Chapter two deals with 
some applicable law for establishing the joint venture. Since in the Iranian legal system we don`t have 
any specific law for joint venture an investigation was passed in Iranian law to understand the 
applicable law on joint venture vice versa in the Chinese legal system for joint venture have separate 
regulation it is more clear understanding of the joint venture. The Joint venture concept is a broad 
study so since management of the joint venture can be a very important issue for each party so a 
structure of management was reviewing in the last part of this chapter and it is an introduction to 
chapter three. Chapter three provides some approach for the solution of the deadlock, in, chapter two 
concepts of deadlock and also situation that a deadlock might occur was study and this Chapter is an 
exploiter of the last part of chapter two. 
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Chapter One:nature of joint venture and a background of joint venture 
In studying of each subject as a basic principle, it is necessary to provide a background of main topic. 
It would prepare the reader mind to have a general overview of.  In this chapter after providing the 
concept and definition of joint venture a background of joint venture and some motivation of forming 
the joint venture will be explained.  
 
Section One:Concept of Joint Venture 
 
1. TheNature of International JointVenture 
 
The law consists of a collection of theories,many scholars have their opinion on this legal 
entity. In some case they agree with each other and in some case they have dispute in nature of 
law and its entity.It is an essential principle that we realize the nature of organ that we talk 
about. A joint venture as a legal entity studied by the scholars has some theory for 
establishment and operation. 
"relegating the explaining of motivation and choice of joint venture there are three theoretical 
approaches relevant to this topic. First approach mention by Williamson and it come from of 
transaction costs. Second approaches focus on strategic motivation and consists of a 
catalogue of formal and qualitative models describing competitive behaviour. This approach 
is not exactly separate and distinguished with each other. A third approach is driven from 
organizational theories which have not been fully developed in terms of explaining the choice 
to joint venture relative to other modes of cooperation1".  
“The theory of the firm consists a variety of economic theories that predict and the nature of 
the firm, corporation or company, including its behaviour, existence, structure, and 
relationship to the market. Transaction cost theory tries to describe why companies exist, and 
why companies expand or source out activities to the external environment. The transaction 
cost theory supposes that companies try to minimize the costs of exchanging resources with 
the environment, and that companies try to minimize the bureaucratic costs of exchanges 
                                                            















within the company. Companies are therefore weighing the costs of exchanging resources 
with the environment, against the bureaucratic costs of performing activities in-house”1. 
“The theory sees institutions and market as different possible forms of organizing and 
coordinating economic transactions. When external transaction costs are higher than the 
company's internal bureaucratic costs, the company will grow, because the company is able 
to perform its activities more cheaply, than if the activities were performed in the market. 
However, if the bureaucratic costs of coordinating the activity are higher than the external 
transaction costs, the company will be downsized.According to Ronald Coase (1937), every 
company will expand as long as the company's activities can be performed cheaper within the 
company, then by e.g. outsourcing the activities to external providers in the market”2. 
“According to Williamson (1981), a transaction cost occurs when a good or a service is 
transferred across a technologically separable interface. Therefore, transaction costs arise 
every time a product or service is being transferred from one stage to another, where new sets 
of technological capabilities are needed to make the product or service. The transaction costs 
related to the exchange of resources to the external environment could be reflected by the 
following factors.  
1. Core company assets 
2. Opportunism 
3. Environmental Uncertainty 
4. Bounded Rationality  
5. Risks”3. 
“The factors above will all potentially increase the external transaction costs, where it may 
become rather expensive for a company to control these factors. Therefore, it may very well 
be more economical to maintain the activity in-house, so that the company will not use 
resources on e.g. contracts with suppliers, meetings, supervision, etc.Therefore, if companies 
                                                            
1Bastani Majid, Theory of Joint venture, [M], Iran, university of Tehran magazine, 2005, April, Page4 
2www.businessmate.org 


















see the environmental uncertainty as high, they might choose to not outsource or exchange 
resources with the environment”1. 
2. Definitions of Joint Venture 
“About the joint venture there is a lot of definition in different dictionary and law texts. Joint 
venture consists of two parts «joint »that originated is between 1300 - 1400 in French 
language, that meaningInvolving two or more individual people or groups, or owned or 
shared with them, and «venture» that originated between 1200 -1300 that meaning a new 
business activity that involves taking risks”2. 
The Joint venture is not an exact legal phrase and almost none of the legal systems define it. 
However, the most commonly used terms in international trade law are now almost all world 
languages are used with various meanings. From 1980 onwards, the term used in America 
award courts. Todays, in America the word of “venture” is equivalent with “enterprise”with 
greater emphasis on the concept of risk. “According to the French lawyer Jean Shapira, the 
Joint Venture is defined as: "The legal framework Partnership in which the risks and 
management divide between the parties. This cooperation may have a company or not and 
just with singing a contract agreed to have cooperation.”3 
In one definition according to the Farlex dictionary definition: “A project or other business 
activity in which two persons or companies partner together to conduct the project. In a joint 
venture, each persons or companies in the joint venture is responsible for profits, losses, and 
operations. A joint venture operates like a partnership and is usually taxed like one.”4 
For tax purposes, the joint venture is treated as a partnership and should file a partnership tax 
return.The Joint venture is an organ that formed in a legal form and somewhat is similar to the 
partnership. But, there is a difference between a joint venture and partnership, except in first 
one pursuit of a single transaction for the mutual benefit of both joint venture is its purpose. 
For control and direction of a joint venture each party has equal rights. 
                                                            
1www.businessmate.org,2006 
2 Longman Dictionary  
3Bastani Majid, Theory of Joint venture,[M],Iran, university of Tehran magazine, 2005,april , P6 















3. WhyWe Use oftheJoint Venture? 
 
When a company or individual person has plans for do business overseas or developsits 
business definitely it is looking for a suitable entity to establish their business. There are many 
legal entities as a partnership, multinational company, and concision contract product sharing 
and, disclose agency, non-disclose agency, representation legal possibility to do it. This 
example is not complete because it is part of way to do business. But, the most popular way to 
do business, is an international joint venture because many economic reasons for establishing 
the joint venture is exist. We will do some research to show what are the reasonthat companies 
choose the joint venture as a business entity: 
1. Formation  
“The formation analysis of a joint venture included two different processes. 
First, the selecting acreation methodthat joint venture relationship will be creatively  based on.  
The way of choosing of this method is different, but the most popular way is acquired by 
purchasing the shares or acquisition by make a contractual relationship of setup the company, 
it is a common method in unincorporated. Although none of the models can`t give us a final 
the legal form of joint venture. Anyway a company will be established, but is it a legal form 
of company? What is the nature of this company? It can be a form of partnership or Limited 
Liability Company or share cooperation. As there are a lot of alternatives, but the formation 
of joint venture still need for investigation about what is the most appropriate method to 
establish the joint venture and also what is the best legal form. They are different opinion, 
including separate analytical elements and will require the separate debate”1. 
2. Negotiation, Capitalization And Structure   
“The approach of the how international joint venture makes, it would to ready us to determine 
how we can achieve the commercial objective without the compromising the shareholder 
interests. We need to beunderstanding of this relationship between the Cooperate and capital 
control, implication of accounting, for achievingthe vote right we need to how many 
percentage minimum. Some aspect of regarding debt, alternative of capital contribution.After 
the economic facts have understood our negotiation and presentation make more sense. It 
would be preceded earnest discussion if we have a commercial and financial investigation of 
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